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aY THE COrl111SS10N: Californians for Fiscal Respon- 
sibility (hereinafter CFP.), whrch previously was known as- 
the Committee for the Support of ACA 31, provided its member 
savings and loan associations with mailing inserts !.'lich 
were included in customer mailings and with counter di;pl.ays 
ctiich advocated paasase cf Proposition 8. i? . Eeaa Canlion , 
Treasurer of the Committ:e, has asked the Commission the 
following questions: 

’ (1) Arc paynants made by a sembcr association in 
connection with sailing the inserts includabie for the pur- 
pose of determining whether the member assoclatlon is a 
“cxm~ttee” witnin the meaning of Government Code Section 
82013? 

(2) Are payments made by a member association in 
connection with displaying counter signs includable for the 
purpose of determing whether the member association is a 

- “committek” within the meaning of Government Code Section 
82013? 

(3) Are payments made by a member association for 
the purpose of mailing the inserts and displaying the counter 
signs In-kind contributions to CFR? 

CONCLUSION I 

(1) Certain payments made in connection with 
mailing the inserts are expenditures and, therefore, are 
includable for the purpose of determining whether a member 
association is a "committee" within the meaning of Govern- 
ment Code Section 82013. 
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(2) Certain payments made in connectlon with 
dlsplaylng counter signs are expenditures and, therefore, 
are includable for the purpose of determlnlng whether a 
member association 1s a "committee" withln the meaning of 
Government Code Section 82013. 

(3) Certain payments made In connection with 
mailing the insarts and displaying the counter signs are in- 
kind contrlbutlons by the member associations to the CFR. 
Government Code Section 82015. 

ANALYSIS 

(1) The first question before us is whether cer- 
taln payments made by a member savings and loan association, 
In connection with mailing to its customers political adver- 
tisements provided by CFR, ?re expenditures for the purpose 
of determlnln9 whether the member association 1s a "~gn~ittee" 
wr-silln the meaning of Government Code Section 82Oi3.--' w e 
conclude that they are. 

Section 82013 groryrdes. in pertinent part: 

"Committee" means any person or comblnatlon 
of persons who directly or indirectly receives 
contributions or makes expenditures or contri- 
butions for the purpose of lnfluenclng or 
attempting to influence the action of the 
voters for or against the nomination or 
electlon of one or more candidates, or the 
passage or defeat of any measure, . . . 
'1f: . . . 

(b) Expenditures and contributions made, 
other than contributions described in subsection 
(c)r total five hundred dollars ($500) or more 
in a calendar year; . . . 

Section 82025, as amplified by 2 Cal. Adm. Code Section 
18225, provides that any monetary or nonmonetary payment is 
an expenditure if it is made by a candidate, controlled 
commlttee, committee of a political party, or committee 
organized primarily for political purposes. 2 Cal. Adm. 

L/ All statutory references are to the Govern- 
ment Code unless otherwise noted. 
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Code Section 18225(b). With respect to all other persons, a 
monetary or nonmonetary payment is an expenditure if it is 
used to expressly advocate tne nomination, election or de- 
feat of a clearly identified candidate, or the qualification, 
passage or defeat of a clea:ly identified measure. 2 Cal. 
Adm. Code Section 18225(c). 

In the instant case, the member savings and ioan 
associations are not candidates, controlled committees, 
committees of a political party, or groups formed or existing 
primarily for political purposes. However, the nailing 
inserts expressly advocate the passage of Prcpositicn 8 and 
payments made in connection with mailing them, therefore, 
are expenditures, unless such payments are specifically 
excluded by other provisions of the Political Xeform Act or 
by regulations interpreting those provisions. 

With these general principles as a framework, we 
turn to a consideration of the specific types of payments - 
employee compensation, o~~erhead, and postage costs - :nvolved 
here. PlCSC, with respect to compensation paid to an employee 
who assists in the mailing of tne inserts, such payments 
will be an expenditure if the employee spends 10 percent or 
more of his corpensated time in a calendar month performing 
seiviceh Zor a political purpose at the request of hia employer. 
2 Cal. Adm. Code Section 18423(a). Subsection lb) of 2 Cal. 
Adm. Code Section 18423 expressly provides that "hours spent 
developing or distributing communications that expressly 
advocate the . . . passage or defeat of a clearly identified 
measure" are services provided for a political purpose. 
Accordingly, if an employee of a member association spentis 
10 percent OK more of his compensated time in a calendar 
month working on the distribution of the mailing inserts, 

-the pro rata portion of that employee's compensation attribu- 
table to the performance of such services is an expenditure 
which must be counted for the purpose of determining whether 
the member association is a committee. However, none of an 
employee's compensation is an expenditure if that employee 
spends less than 10 percent of his compensated time in a 
calendar month performing political services for his employer. 

With respect to payments for overhead, 2 Cal. Adm. 
Code Section 18225(c)(3)(A) provides that expenditures in- 
clude any "additional administrative or overhead costs attri- 
butable to the communication," but "any of the regular on- 
going business overhead which will be incurred in similar 
amounts regardless of the communication" LS expressly ex- 
cluded. Thus, payments for rent, electricity, water, tele- 
phones, and similar operating costs are not reportable ex- 
penditures so long as no additional payments for these costs 
are incurred as a result of mailing the inserts. 
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Finally, 2 Cal. Adm. Code Section ld225(c) (3) (A) 
specifically requires reporting of “all costs directly at- 
tr ibutable to -the communication, including . . . postage . . . .‘I 
Thus, postage costs attributable to the political communi- 
cations involved here are expenditures, regardless of the 
fact that the nailing inserts ~111 be included in a regular 
mailing of the member associations. 

Postage costs, unlike other ongoing expenses re- 
lated to ooing business, are directly tied to the distri- 
bution of the communication which expressly advocates a 
position on the ballot measure. lloreover, postage costs are 
discrete and, in contrast to normal overhead espendituros, 
it is easy to ascertain the amount attributable to the com- 
munication. In addition, to exclude postage costs as an 
expenditure when a company includes a politIca communi- 
catron in one of its regular mailings would create an anom- 
aly with respect to reportable expenditures as between com- 
psnles which have regular mailings and those that do not. 
Accordlngl~~, 2 Cal. Adn. Cods Section 182251 c) (3) (A) includes 
pn=tnge costs and does nnt distinguish between those sltl?ations 
where the political communication is included in a regular 
mailing a;d those where it is not. 

in tne prescnc case, where bocn poiiticai and 
nonpolitical material ~:ill be included in the mailing, each 
nemter association must allocate a reasonable portion of the 
postage and envelope costs to the political communication 
for the purpose of determining the amount of the expenditure 
involved. Other than the requirement that any such alloca- 
tion be reasonable and be made in good faith, tnare are no 
precise rules for determining exactly how the allocation 
should be accomplished. Generally, however, it will be 
acceptable to allocate on the basis of the comparative number 
of items or pages, or the comparative amount of weight, 
between the political and the nonpolitical materials. 

Thus, to summarize, the expenditures related to 
the mailing inserts which must be cons:dored erpenditures 
for the purpose of determining whether a member association 
is a committee include: the pro rata portion of salaries 
paid to employees who spend 10 percent or more of their 
compensated time during a calendar month distributing the 
mailing; additional overhead costs incurred because of the 
mailing; and the pro rata portion of postage and envelope 
costs attributable to the mailing. If these “expenditures,” 
alone or in combination with other “expenditures” or in-kind 
contributions of a member association, total $500 or more in 
a calendar year, the association is a committee and, conse- 
quently, is required to file campaign statements pursuant to 
Sections 84200, et seq. 
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iVe also observe that regardless of whether the 
member association is a committee, the provision of Section 
84305 which requires that “a copy of every mass mailing In 
support of or In opposition to a . . . state measure shall be 
sent to the Conmrsslon on the same day on which it is mailed 
tc the public qencrally” must +‘a;E1;“;;y: A;;;S;o;;l;;;;;o,, 
1s de; neo In Secticn 02041.5= 
,.?a? d4 _- YL--XL-- cz 2CC or n9ie idGlltlCZ1 or n=arl: identical piece; 
of nail sent in a calendar nonth. AccordLngly, lf 200 or 
mere of these melling inserts are sent by a member asaoci- 
atlon in a calgyd3r month, this ?roviclon of Section tiJ305 
is a?plicatle.- In addition, lf a mcmb2r associ2tion is 2 
com~,ittee an* t:le inserts are a mass xsiling, sucn inserts 
must CE sent by bull. rat.? or cortage meter, or the r.a~-c and 
street aciar-?as of the scnzer zus,t appear oil the cutsics of 
tns ?[l./?ic>y” and 0'1 the inserts tnemselves. 

(2) The second question we have been asked 1s 
v>hetnei COStS ltlCl2iCed in collrectiOn with displaying counter 
s12:1s ad.;ocatinp the Gassayi of Propssicion 8 are “cspcndl- 
t2: ca 8, . .rn1c:1 rlurt k.e incluJed for the ~Ur~OSt Sf dZk?iZiAlaS 

xhe t!,c c a me.-be; association 1s 3 conmLttee pursu;_?t to 
Scct1-? 527!.3. Since the counter signs <‘are s:cv1.:23 t: 
cm. , tile n---'--r , .-/ . . . . 5 zssoci;tlons cild not incj:r Amy cGcc5 rn 
pQ":?cc1cp. ','Lth t"E. c?rstr:ctl?n OK -L_I ?:n.lolcr-Tr*t cf 'Lb._ -II-c ---Lo..- ML:'L“'. 
hltk raspact to w,lether mploy?e salarias or overheed costs 
incurI ed In connectron with ;eiting u? and maintaining t!le 
CGLilte.r dlsplziys arz expeniiwres, tne stanoards set fortn 
in part 1 of this opinion are applicable. 

21 Section 62041.5 statzs: 

“mass mailing” means tko hundred or more identical 
or nearly identical pieces of mail, but dots not 
include a form letter or other mail which 1s sent 
in response to a request, letter or other inquiry. 

Y 2 Cal. Adm Code Section 18241 states: 

For the purposes of Government Code Section 82041.5, 
a “mass mailing” has been made when 200 or more 
identical, or nearly identical, pieces of mail 
have been sent within a calendar month. 

41 Since all of the mailing inserts sent by the 
various member associations will be identical, it ~111 suf- 
fice for purposes of compliance with Section a4305 if the 
CFR forwards one copy of th e mailing insert to the Commission. 
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(3) The final 
whether payments made by 
with mailing the inserts 
in-kind contributions by 

question before the Commission is 
a member association in connection 
or displaying the counter signs are 
the member associations to CFR. 

Pection 82015, as interpreted b:T 2 Cal. Adm. Code 
Section 16215, provides that a contrtbution includes any 
monetary or nonmonetary payment, not supported by full and 
adeguate consideration, which is received by OK made at the 
behest of a candidate, a controlled committee, an official 
committee of a political party, or an organization formed or 
existing primarily for political purposes. “Wade at the 
behest of” means a payment “made under the control or at the 
direction of a candidate, controlled committee, official 
committee of a political party, or organization formed or 
cx:sting primarily for political purposes.” 2 Cal. Adm. 
Code Section 18215(c). 

In the instant case, CFR was fotned primarily for 
the pclitical purpose of influencing the voters to adopt 
Propcsltlo” 6. ~ioreover, Ct’l< controlled and directed pay- 
ments by its member associatLons in two respects. First, 
CFR designed and printed the mailing inserts and counter 
displays 2nd t+lls cant-oll~rl the cnnte?, ?f the C”TTL.P.:- 
COLlClIS. St?CU”d It coordinateci the activities or 1~s nem- 
bcr associatlons’relative to the mailings and displays. We 
conclude, therefore, that to the extent payments by member 
associations 1’1 connection with distributing the inserts or 
displaying the collnter signs are “contributions,” they are 
in-kind contributrons to CFR. 

An employee’s salary is a contribution only if the 
employee “spends more than 10 percent of his compensated 

-time in any one month rendering services for political pur- 
poses.” 2 Cal. Adm. Code Section 18423(a). Accordingly, 
employee compensation will be an in-kind contribution In the 
present case only lf the time threshold is surpassed in 
connection with mailing the inserts and displaying the counter 
signs. Moreover, since payments for regular business over- 
head are not reportable expenditures by a member association 
for the purposes of determining whether the association is a 
committee, we conclude that such payments also are not re- 
portable as an in-kind contribution by the recipient CEX. 
Although there is no express exclusion for regular ongoing 
business overhead from what constitutes an in-kind contri- 
bution, no legitimate purpose would be served by deeming 
such expenses a contribution but not an expenditure. To the 
contrary, to do so would create unnecessary accounting burdens 
for the member associations and would ignore the reasoning 
which resulted in excluding such costs from reportable expen- 
ditures. Finally, with respect to postage and envelope 
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costs, these wrll be in-krnd contrlbutlons to CFK, and the 
amount ot such contributrons ~111 be equal to the amount of 
the postage costs which IS an expenditure. In conclusion, 
therefore, a member association's In-kind contribution to 
CFR ~111 be iJentlca1 to Its ex?endlturzs In ccnnectron with 
dlstrlbutinq the Inserts and di,playlng the counter signs. 

Adopted by the Ccmpission Auscst 3, 1976. Coilcur- 
ring: El osnah+n, Lapan, Lowezsteln and Quinn. COClTiSSlOlZr 
Carsenter aissentez. 

Chairman 


